A Basic Pre-condition of Development
by Professor Mihai C. Demetrescu, Bucharest M arketing is not only a mechanistic business or economic process. It must be viewed as the action and interaction of people in the process of a certain type of fulfilment of wishes. Marketing is rather a pattern of social morphological behaviour of economic institutions than an economic activity or techniques. The behaviour of participants in marketing is determined by the socio-economic circumstances prevailing in the environment for the accomplishment of the objectives which are given by the social expectations of the system. For the fulfilment of these expectations and of the new expectations introduced by social changes, marketing through its very mechanism introduces dynamism in the economy and in the society.
Whether the economy be underdeveloped or advanced, agricultural or manufacturing, capitalistic or socialistic, the market represents the sum total of the expectations of the society as consumers. The size, specialisation, tastes, and rules of the market determine the task marketing has, and this task determines the manner and the extent to which marketing must be performed. Marketing in its role of bringing together interested parties, has a variety of functions, which include buying, selling, involving advertising, transporting, storing, grading, financing, assembling, informing, packaging, refining, and altering the form of goods. Regardless of the stage of economic development these functions cannot be eliminated if efficiency is to be maintained.
Need of Basic Marketing Services
Improvement of marketing and greater incentive provided to the producer in the developing countries involve the establishment of some basic public marketing services-market and price information, standardisation and transport facilities adapted to marketing needs, extension and quality control. These methods call for the adherence by governments to policies that provide a favourable environment for efficient marketing, and the abandonment of others which are obstructive, and hence for the establishment within governments of marketing departments strong and competent enough to influence habits and routines accordingly. Financial resources are needed to meet installation and salary costs, working capital and credit requirements. A still greater need, however, seems to be that for marketing technicians and administrators of the competence and integrity necessary to insure that the operations and services financed give maximum return. Improvements in the marketing process should also be emphasised. The marketing process must be made more efficient so that the product loss and the waste of human and material resources in marketing channels may be reduced. The excessively long and complex channels of distribution, which result in a proliferation of middlemen and conceal considerable unemployment might be simplified by licensing agreements, marketing cooperatives, or government distribution of parts of the output.
Lack of knowledge among buyers and sellers concerning products and conditions of the market constitutes a pressure for selling and advertising, for buying activity, for product identification and for market research.
Other tasks for the marketing mechanism and functions which must be performed regard physical distance between producers and consumers necessitating the transport of goods and time differences between the date of production and the actual demand of the market which requires the storing of products. The same applies to seasonality of production and consumption as well as to facilities for holding goods for the market.
The Problem of Price Instability
A strong tendency towards price instability is inherent in the marketing of agricultural products. Price fluctuations are particularly severe in developing countries, often magnified by speculative activities, because most producers are forced to sell immediately after or even before the harvest to meet essential living expenses or to repay debts.
Lack of financial resources forces many small farmers to seek loans in times of scarcity, especially prior to the harvest, and they may become heavily indebted. Often they become obliged to sell their products through the moneylender year after year at prices substantially below those ruling in the market as a condition of renewing the loan. Credit difficulties are also a main cause of many failures to meet wanted standards of quality. When prices are low, subsistence farmers whose family food needs are sometimes inadequately met, may have to sell more of their output in order to satisfy their minimum need for cash and so intensify the downward pressure on prices. On the other hand, when prices are high, some may be in the position to sell less and consume more themselves, thus increasing the shortage in urban markets and forcing prices still higher.
If agricultural prices were effectively stabilised farmers in most developing countries would gain considerably and would be much more confident that efforts to expand production would be rewarded. Several countries have been working toward this end by means of government purchasing and buffer stock operations, coupled with regulation of imports and exports. In many countries this has been accomplished by setting up government-sponsored buying and storage agencies to which producers may sell at a guaranteed minimum price if private traders offer less.
Protection to farmers against the risk of price fluctuations is afforded when a wholesale processor of sugar or vegetables, for example, guarantees a specific price to growers by contracts made in advance of planting. In return, the processor can achieve a measure of control over production and harvesting practices, the timing of deliveries, etc., which facilitates more efficient operation of his processing plant.
Insufficient Market Information
Inadequate transport and storage facilities cause much waste and are a direct impediment to development in many areas. There is a need both for wider application of techniques already available and for the further construction of strategically located storage, drying and processing facilities.
Information on current and prospective market conditions is characteristically weak in developing countries. Farmers may not even try to grow and market some crops in current demand for which their land is suitable. Inadequate market information is likewise a frequent cause of physical waste, e.g. when perishable fruits and vegetables from distant points are transported to an already satiated market.
Marketing problems in countries undergoing accelerated economic development arise all along the line from the planning of production to meet market demand, through transport, whole-saling and processing to retail distribution. These phases are so closely interrelated and the interdependence is often so great, that success in establishing improvements in any one of the marketing phases frequently depends on corresponding improvements taking place in others. For developing countries it is very important to have adequate facilities for practical training in marketing principles, organisation and management, and in methods of handling agricultural products and food, especially perishables. Marketing training institutions adapted to the needs of developing regions are required. Here especially education is an economical input for development.
A whole new range of activities connected with market research and merchandising becomes important and vital even though such activities lead to an increase in distribution costs. These activities perform an important function at a certain level of economic development, because given the opportunity consumers are unpredictable if general living conditions are raised far enough above subsistence.
Even though it may be true for some time and at a certain level of backwardness, it is an illusion to think that because of the scarcity of goods, it is possible to sell all industrial produce in developing countries.
But in developing countries there is a bias in favour of foreign made goods and a general belief that home-produced goods are inferior. The national firm starts at a disadvantage which even a measure of protection against imports can rarely counter-balance. Apart from its need to ensure that in fact the quality of its goods is at least as high as that of similar imported products, the national firm must use every measure possible to secure that its products become known and accepted, that is, it must have an aggressive marketing policy.
Adaptation to the Mass Market
In developing countries, particularly in urban districts, sales of packaged goods are already increasing and self-service stores are well established and growing; there are sound reasons for supposing that packaging will spread to the rural areas as well. In many developing countries, a wide range of different consumer products are beginning to compete for a very limited purchas-
